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The Fund announced on May 27 the conclusion of 
consultations with the Government of Ecuador on Ecua- 
dor’s exchange system, and on related matters of credit 
and monetary policies. 

It will be recalled that, as a result of previous consulta- 
tions with the Fund of a similar nature, Ecuador intro- 
duced in June 1947 certain modifications of the existing 
exchange’control laws and regulations. These modifica- 
tions were contained in Emergency Law for International 
Transfers, which expires June 6, 1949. 

As a result of the discussions just concluded, the 
Emergency Law will be continued for one year. This 
extension is on the understanding that in the meanwhile 





EUROPE 


Sterling Balance Releases 


Releases from blocked sterling balances held on over- 
seas account amounted to £5 million in 1946, £15614 
million in 1947, £267 million in 1948, and £50 million in 
1949. Most of these releases were made after June 30, 
1947, at which time the amount blocked under formal 
agreements was £1,700 million. Taking into account a 
receipt of £45 million from the Indian Government under 
the financial agreement of July 1948, The Economist 
notes that the amount of sterling blocked by formal agree- 
ment is now about £1,200 million. The substantial 1948 
releases included £40 million in connection with the 
purchase of the British railways in Argentina. 

Source: The Economist, London, England, May 28, 1949. 


French Measures to Push Exports 


To stimulate foreign trade, the French Government has 
prepared several measures of tax relief in favor of French 
exporters. Exporters who increase their sales by 25 to 50 
per cent over last year would obtain a reduction of 25 
per cent in income tax on the profits from these additional 
exports. The tax reduction would be 50 per cent on 
profits from exports in the 50 to 75 per cent increase 
bracket, and 75 per cent on profits from that portion of 
the export increase exceeding 75 per cent of last year. 

Other concessions to exporters include exemption from 
turnover tax for processed goods which are exported 
and exemption of both producers and traders from pro- 
duction tax on goods destined for export. (At present 
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Ecuador Credit and Monetary Policies 









June 2, 1949 


consultations between Ecuador and the Fund will take 
place regarding modifications in the present exchange 
system which can be instituted after one year. 

In making this announcement, the Fund notes the 
determined effort made by officials of the Banco Central 
of Ecuador to pursue a policy of restraint in the credit 
and monetary field during the last two years. Ecuador 
has shown full cooperation and an understanding of the 
objectives of the Fund during these consultations. The 


Fund will continue to work closely with Ecuador to assist 


in modifying the exchange system in the direction of a 
unified rate structure. 


the production tax is reimbursed, but not until after 
actual export.) 
In addition to these export measures, other steps, also 
largely based on tax relief, are planned to stimulate 
industrial productivity and investment. These steps in- 
clude a reduction up to 50 per cent in income tax for 
those companies increasing their productivity over the 
year and a tax reduction for companies which incorporate 
reserves for depreciation into their capital. 
Source: The Financial Times, London, England, May 21, 
1949, 


New French Financial Measures 


The French budget for the fiscal year ending Decem- 
ber 31, 1949, approved so far only provisionally, has the 
following ceilings for the various types of expenditures: 
750 billion francs for ordinary civilian expenditures, 350 
billion for military expenditures, and 620 billion for the 
program of reconstruction and equipment. (See this 
News Survey, Vol. 1, p. 222.) 

The financing of these expenditures has thus far been 
effected through current receipts, shares of ERP counter- 
part funds, and borrowing, but an expansion of the 
expenditure program is now foreseen. The French Min- 
istry of Finance has in fact notified the National Assembly 
that 83.1 billion francs of additional expenditures will 
be required, consisting of 53.3 billion for the military 
budget and 29.8 billion for the civilian ordinary budget. 
The increase in the civilian expenditures is due largely 
to greater subsidies to be granted the nationalized rail- 
roads. 

To cover these new expenditures without exceeding 
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the ceilings agreed on at the end of last year, the General 
Assembly is now discussing a request made by the Min- 
istry of Finance to approve: (a) a reduction of the 
military budget by 19 billion francs and of the civilian 
budget by 16.7 billion; (b) the sale of military property 
worth 13 billion francs; (c) a surtax on gasoline to yield 
22 billion francs; and (d) additional customs duties and 
foreign exchange and other fees to yield the remaining 
12.5 billion francs. 

Source: Agence Economique et Financiére, Paris, France, 


May 22, 1949. 


Netherlands Foreign Exchange Position 


The Netherlands over-all deficit on current account 
was cut from 1,566 million guilders in 1947 to 951 million 
in 1948 and the deficit in U.S. dollars from 1,303 million 
guilders ($492 million) to 1,007 million guilders ($380 
million), according to the annual “Note on the Foreign 
Exchange Position” sent to the Netherlands Parliament 
by the Minister of Finance. The 1948 deficit was almost 
entirely in dollars and Belgian francs; payments with 
some other countries (especially Indonesia) were in 
surplus. (These balance of payments estimates are based 
on exchange control records and are therefore not strictly 
comparable with balance of payments statements based on 
trade statistics. ) 

Net dollar requirements of $380 million on current 
account and $71 million on debt redemption and multi- 
lateral settlements were met by ECA disbursements ($112 
million), sale of gold ($50 million), use of credits ($160 
million), and liquidation of assets ($139 million). 
Although ECA disbursements were only $112 million, 
procurement authorizations up to the end of the year 
totaled $330 million. 

In 1948 there were no substantial deficits with Euro- 
pean countries except Belgium, and the increased ex- 
change of goods enabled the Netherlands to cut imports 
from the dollar area. Although considerable progress 
had been made in trade with Germany, the situation was 
still far from normal. Shipping receipts are recovering 
only slowly, and transfer of investment proceeds is still 
not possible. Timber, potash, and coal continue to be 
paid for in dollars and the deflation in Germany hampers 
the sale of some Netherlands export products. 


Source: Nota inzake de Deviezenpositie (Note on the 


Foreign Exchange Position) , The Hague, Nether- 
lands, April 27, 1949. 


Danish-Swedish Tourist Agreement 


In the postwar period Danish tourists to Sweden have 
outnumbered Swedish tourists to Denmark. To make it 
possible for Denmark to continue this tourism deficit, 
Sweden has agreed to issue import licenses for a special 
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list of Danish goods up to a value of DKr 15 million if 
Danish tourist expenditures in Sweden exceed Swedish 
tourist expenditures in Denmark by more than DKr 10 
million. 


Source: Statens Upplysningsbyra, Fran Departement och 
Namnder (From Departments and Commis- 
sions), Stockholm, Sweden, April 20, 1949. 


Portugal’s Trade Deficit 


With imports of 10,350 million escudos (US$414 mil- 
lion) and exports of 4,295 million escudos (US$172 mil- 
lion), Portugal’s foreign trade in 1948 showed a deficit 
of 6,055 million escudos (US$242 million). This deficit 
exceeded by 881 million escudos the deficit of 1947, 
almost entirely as a result of increased imports. Por- 
tugal’s trade with foreign countries in 1948 showed an 
adverse balance of 6,406 million escudos, imports amount- 
ing to 9,479 million escudos and exports to 3,073 million 
escudos. The trade deficit with foreign countries in- 
creased 840 million over the 1947 level. Exports to the 
colonies in 1948 amounted to 1,222 million escudos and 
imports to 871 million escudos. The export surplus to the 
colonies of 351 million escudos was 39 million less than 
that of 1947, 

Portugal’s main suppliers during 1948 were the United 
States, the United Kingdom, the Portuguese colonies, Bel- 
gium, Argentina, and France. Imports from the U. S., 
however, decreased by 641 million escudos compared 
with the preceding year as a result of a dollar-economiz- 
ing drive, whereas imports from the U. K. increased 
by 1,190 million escudos. Portugal’s best customers 
were her colonies, the U.K., U.S., Belgium, Brazil, and 
France. Exports to the U. K. and the colonies increased 
by 124 million and 89 million escudos, respectively, over 
1947, while exports to Belgium and the U. S. fell by 
99 million and 55 million escudos, respectively. 

As a result of the unfavorable 1948 trade balance, the 
gold and foreign exchange reserves of the Bank of 
Portugal fell by 3,133 million escudos, the rest of the 
adverse balance being covered by other capital move- 
ments and a surplus in invisibles. Although Portugal has 
suffered since 1944 from a deficit in her trade balance, 
it was not until 1947 that the Bank of Portugal started 
losing gold and foreign exchange. Prior to that year 
Portugal’s gold and foreign exchange holdings increased 
as a result of large invisible receipts and a surplus in the 
trade of the colonies with foreign countries. As a result 
of the decline in gold holdings, the Bank of Portugal's 
gold reserve ratio now stands at 36 per cent, against a 
statutory minimum of 25 per cent. 

No improvement is foreseen for the 1949 trade balance. 
The severe 1948-49 drought seriously affected the cereal 
crops and cattle herds, and food imports are expected 
to increase. Furthermore, the difficulties in marketing 
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abroad such principal exports as wines, cork, and dried 
fruits continue. Tinned fish and naval stores are the 
only exports to resist successfully the introduction of 
import restrictions by other countries. 

The various “gremios” (corporations or trade asso- 
ciations handling the production and marketing of dif- 
ferent products) are devoting increasing attention to 
the colonial market as an offset to the loss of foreign 
markets. As a result of this policy, wine exports to the 
colonies increased by 124,137 hectoliters during 1948. 
On the other hand, heavy imports of machinery and 
electrical equipment are needed to carry out the mod- 
ernization plan, and the bulk of such imports comes 
from the U. S. and the U. K. 

Sources: Esparia Economica y Financiera, Madrid, Spain, 
January 1, 1949; Banco do Portugal, Annual 
Report for 1948, Lisbon, Portugal, March 11, 
1949; Undersecretariat of External Economy 
and Commerce, Informacién Comercial Es- 
panola, Madrid, Spain, April 7, 1949; U. S. 
Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 11, 1949. 


Swiss Notes to Lose Legal Tender 


A proposal to give the notes of the Swiss National 
Bank the permanent quality of legal tender, which they 
now possess only by virtue of emergency legislation in- 
troduced at the time of the devaluation of the franc in 
1936 and scheduled to expire December 31, 1949, has 
been rejected by the Swiss people in a Referendum on 
May 22, 1949. Unless the emergency legislation is pro- 
longed, creditors of sums in Swiss francs will not be 
legally obliged to accept payment in Swiss bank notes 
after January 1, 1950 and gold will be the only legal 
tender. The Swiss National Bank, moreover, will be 
obliged to convert its bank notes into gold on demand. 

Two reasons are given in the Swiss press for the un- 
expected rejection of what had been considered a largely 
technical revision of the Constitution. First is the dis- 
content of the public with the external monetary policies 
of the Government and Central Bank, particularly their 
dollar policy, whereby the interests of Swiss investors 
abroad have allegedly been subordinated to the main- 
tenance of the internal stability of the franc. Second is a 
sympathetic or induced reaction to the fact that the Refer- 
endum ballot contained also a proposal for the reorganiza- 
tion of the public health services, which attracted wide 
public attention and was rejected by a large majority. 
Source: Agence Economique et Financiére, Paris, France, 


May 25, 1949. 
Italy’s Production Up Seasonally 


As a result largely of seasonal factors, Italy’s indus- 
trial production in March was almost 10 per cent above 
that in February, according to the Central Institute of 
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Statistics. The March index of 107 (1947 monthly 
average = 100) compares with 98 in February and 104 
in January. The March 1949 level for the over-all index 
as well as for most of the components was not only 
below the peak figure for 1948, but also slightly under 
the March 1948 level. 

The March increase resulted largely from a 19.3 per 
cent increase in mining and a 9.9 per cent increase in 
manufacturing. The substantial increase in mine output 
was due largely to the virtually complete absence of rain, 
an important factor in view of the large number of 
surface mines. On the other hand, the drought was re- 
sponsible for a shortage of power, reflected in a further 
reduction of 1 point in the already low level of the 
electric industry index. The increase in manufacturing 
was concentrated largely in the textile, petroleum, and 
metallurgical industries. 

Source: Instituto Centrale di Statistica, Notiziario Istat, 
Serie B, Rome, Italy, May 1949. 


Italian Housing Plan 


Work has begun on the first group of Fanfani housing 
plan projects with an initial value of 15 billion lire, 
(US$26 million), Premier de Gasperi has announced. 

The plan is designed to fight unemployment at the 
same time that it remedies the serious housing shortage, 
and was adopted last March by the Parliament after 
almost a year’s debate. Under the scheme workers will 
pay a contribution equal to 0.6 per cent of their wages, 
employers will contribute 1.2 per cent of their payrolls, 
and the Government will participate in the costs to the 
extent of 15 billion lire annually which, for the first 
four years, will be drawn from ERP counterpart funds. 
The workers’ annual contribution is expected to yield 
12.3 billion lire and the employers’ 20.3 billion lire 
which, with the Government’s contribution of 15 billion 
lire, will make 47.6 billion lire available each year. For 
the 7-year period covered by the plan, this represents 
a sum of about 333 billion lire, which will make possible 
the construction of approximately 900,000 rooms. Half 
the dwellings will be the property of the occupants who 
will pay for them in installments over a period of 25 
years, and half will be rented to workers with smaller 
financial means. 


Source: [1 Globo, Rome, Italy, May 1, 1949. 


Greek ERP Assistance 


In spite of import relaxations introduced in recent 
weeks (see this News Survey, Vol. I, pp. 342 and 359), it 
is believed that $30 million to $35 million from the over- 
all ECA aid to Greece will remain unutilized at the end 
of fiscal 1948-49. Unused balances on April 30, 1949 
from the 1948-49 ERP assistance assigned to Greece are 
reported at $70 million, consisting of $35 million from 
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U. S. direct aid and $35 million from drawing rights 
under the intra-European Payments Scheme. This last 
amount represents 52 per cent of total Greek drawing 
rights and includes the full or nearly the full amount of 
Greek rights on Italy and Turkey and a large part of 
those on the Netherlands, Sweden, Norway, and Denmark. 

Although the unutilized balance itself will not be lost 
to Greece, the practice of regarding unused balances 
from previous years as assets of the projected balance 
of payments of the next year will mean a proportionate 
reduction in the prospective deficit, with the result that 
the coming year’s aid will have to be curtailed by an 
equal amount. 

As a further step in the relaxation of import restrictions, 
it has now been decided to grant import licenses to any 
applicant, whether or not he is a recognized trader. 
Accordingly, global import rights are no longer first 
allocated to geographic areas and then subsequently 
distributed to individual traders. Moreover, the bank 
guarantee that the necessary confirmed credit (to pay 
for prospective additional imports) would be opened 
promptly has been reduced from 10 per cent to 5 per 
cent of the additional imports undertaken by a trader. 


Source: To Vima, Athens, Greece, May 22, 1949. 


Savings Deposits in Western Germany 


The savings banks of the three Western Zones of 
Germany have reported, for the first time since the 
currency reform, an excess of new deposits over with- 
drawals. During the first quarter of 1949, new deposits 
in these institutions amounted to DM 351 million while 
only DM 322 million were withdrawn. 

This net increase of DM 29 million in savings deposits 
is significant because it indicates a reversal of the previous 
trend. In the second half of 1948 (the first six months 
following the currency reform), withdrawals from 
savings bank accounts exceeded new deposits by DM 
686 million. 

Source: Rhein-Neckar-Zeitung, 
May 4, 1949. 


Heidelberg, 


Germany, 


Austrian Budget Deficit 


In 1948 the Austrian budget deficit was almost 2 
billion schillings (US$200 million), considerably larger 
than had been anticipated. Ordinary budget receipts of 
5,711 million schillings and expenditures of 5,683 million 
both exceeded the estimates (5,092 million and 5,091 
million, respectively) by more than 10 per cent and 
the surplus was slightly larger than forecast. Extra- 
ordinary budget expenditures of 723 million schillings 
not covered by revenue were 124 million larger than 
estimated. The greater part of the increased deficit, 
however, was caused by Government expenditures which 
had not been included in the budget estimates. These 
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amounted to 1,217 million schillings, as follows: military 
occupation costs (448 million) ; civilian occupation costs 
(105 million) ; care for displaced persons (150 million) ; 
agricultural subsidies (444 million); subsidies for the 
reconstruction of housing (50 million) ; and other extra- 
budgetary expenditures (20 million). All data are pre- 
liminary and open to revision when final accounts are 
rendered. 

In the past year the deficit was covered largely by 
releases from ECA counterpart funds. In order to avoid 
repetition of a similar deficit in 1949—unoflicial estimates 
place it at more than 2 billion schillings—agricultural 
subsidies are to be abolished and the occupation costs will 
be covered by new taxation. On May 23, ECA released 
from counterpart funds 300 million schillings to be used 
for reconstruction and investments, which will also help 
to alleviate the current budget situation. 

Sources: Der Osterreichische V olkswirt, Vienna, Austria, 
May 13, 1949; Economic Cooperation Admini- 
stration, Press Release, Washington, D. C., May 
23, 1949. 


MIDDLE EAST 
Egypt's Textile Industry 


Owners of Egyptian textile mills are complaining 
about the increase in textile imports which has caused 
a steady fall in prices and the accumulation of stocks 
far in excess of local requirements. They urge the Govern- 
ment to remove existing restrictions on the export of yarn 
and piece goods, to raise import duties, to grant subsidies 
equivalent to the difference in price between Egyptian 
and foreign cotton, and to take other measures for re- 
ducing the costs of production. They also urge sus- 
pension of the license requirement for the establishment 
of new textile factories. 

Al Ahram criticizes the demands of the industry and 
points out that its present difficulties are attributable to 
the obsolescence of machinery, the lack of technicians, 
and the fluctuations in cotton prices. The paper advises 
against the raising of duties on imported piece goods. 
Sources: L’Observateur, Cairo, Egypt, May 12, 1949; 

Al Ahram, Cairo, Egypt, May 23, 1949. 


New Syrian Currency 


The Syrian Government has decreed as the new mone- 
tary unit the Syrian pound, equivalent to 403.512 milli- 
grams of fine gold. Money in circulation will consist of 
paper currency, gold and silver coins, as well as coins 
made of non-precious metals. The note issue is to have 
a 100 per cent backing, the precise nature of which will 
be determined by law. All notes in circulation will be 
withdrawn and replaced by new ones. 

Source: Journal du Commerce et de la Marine, Alex- 
andria, Egypt, May 14, 1949. 
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Turkish Prices and Production 


The wholesale price index in 1948 was 7 per cent above 
that of 1947. Food prices rose 9 per cent and prices of 
industrial raw materials 10 per cent. The cost-of-living 
index (Istanbul) advanced 5 per cent because of increases 
in food and fuel prices. 

The 1948 index of agricultural production was 30 per 
cent above that of 1947 and the highest since before the 
war, principally because of the rise in cereal production. 
The index of industrial production, continuing its post- 
war advance, was 4 per cent higher in 1948 than in 1947. 
Mineral production increased while textile production 
declined slightly. 


Source: Ministry of Commerce, Konjonktur, Ankara, 
Turkey, October-December, 1948. 


FAR EAST 


India Revises List of Free Imports 


India’s Commerce Ministry, which suspended the 
open general (import) license No. 11 on May 4, has now 
replaced it with open general (import) license No. 15, 
specifying a revised list of commodities which can be 
imported without a license from soft currency areas, 
provided the commodities are manufactured or produced 
in those areas. The new list includes asbestos manu- 
factures, ball and roller bearings, jute mill stores (ex- 
cluding bobbins and pickers), cotton textile machinery 
and spares (with the exception of spinning machinery, 
looms, bobbins, pickers, and hosiery machines), coal 
tar dyes, condensed and powdered milk, spices, cement, 
mineral oil (excluding white oil), raw film, certain 
pharmaceuticals, raw materials for making paints, cotton 
and woolen yarn and fabrics, artificial silk yarn, pulses 
other than gram, components of wireless sets, motor 
vehicle parts, printing machinery, agricultural implements, 
and certain scientific instruments. 

In order to accommodate the trade, the Government 
has declared that all commodities imported under license 
No. 11 which are not included in the new list will be 
allowed clearance provided they had been shipped on 
or before May 31, 1949. 


Source: Government of India Information Services, Re- 


lease, Washington, D. C., May 23, 1949. 


Siam’‘s Rice Exports 


Rice exports of 450,000 short tons from Siam during 
the first quarter of 1949 were up sharply from the 212,000 
tons exported in the same quarter of 1948. Deliveries 
during the first week of April, continuing heavy, amounted 
to 48,000 tons against 13,000 tons in the same week the 
year before. 

Relatively heavy exports and increased purchases from 
growers thus far this season bear out early predictions 
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that a large surplus from the 1948 crop would be avail- 
able for export. The December 1 forecast of an export- 
able surplus of 1,375,000 tons is still considered reason- 
able, current estimates by various Siamese Government 
and trade representatives varying from 935,000 to 
1,650,000 tons. Shipments amounted to 893,000 tons in 
1948 and to 395,000 tons in 1947, and averaged 1,460,000 
tons in the period 1936-40. 
Source: U. S. Department of Agriculture, Foreign Crops 
and Markets, Washington, D. C., April 25, 1949. 


Taiwan-British Sugar Contract 


The British Ministry of Food has recently signed a 
contract with the Taiwan Sugar Corporation for 50,000 
tons of granulated sugar for British possessions in the 
South Seas. 

The first consignment is slated to be shipped out of 
the port of Kaohsiung around April 10, aboard Chinese 
rather than British ships to protect Chinese navigation 
rights. 

This is the first sugar deal concluded between Taiwan 
and Great Britain. In the past the Taiwan Sugar Cor- 
poration under the management of the Chinese National 
Resources Commission had dealt mainly with Japan. Of 
the 100,000 tons of sugar contracted for shipment to 
Japan last year, only seven lots totaling 45,110 tons had 
been shipped up to the end of March, due to shipping 
difficulties. The balance of 54,890 tons is now being 
stocked in Kaohsiung awaiting shipping space. 

Source: Chin Yung Jih Pao, Shanghai, China, April 8, 
1949, 


UNITED STATES AND CANADA 


U.S. Balance of Payments 


In commenting on the 1948 reduction in the U. S. 
balance of payments surplus, brought about by a decline 
in exports and a rise in imports, the Federal Reserve 
Board points out that increased sales of goods to the 
U. S. in the future will depend upon lower prices. While 
readjustments now under way in the U. S. may interfere 
with further expansion of imports, a downward adjust- 
ment in the U. S. price level would also result in dollar 
savings to foreign countries. 

The 1948 reduction in the U. S. surplus was reflected 
in a decline in the use of gold and U. S. dollar assets by 
foreign countries. A larger proportion of U. S. exports 
in 1948 was financed by Government grants and credits, 
while stricter trade and exchange controls abroad also 
helped reduce the drain on gold and dollar reserves. 

As pointed out by the Department of Commerce, total 
foreign aid in 1948 amounted to $5.5 billion, $900 million 
less than in 1947. Of the total $3.9 billion was in grants 
and $1.6 billion in credits. Grants accounted for 34 per 
cent of total aid in 1947 and 72 per cent in 1948, 
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Sources: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., May 1949; U. S. Department of Com- 
merce, Survey of Current Business, Washington, 
D. C., May 1949. 


U.S. Corporate Profits 


The net income of U. S. manufacturing corporations 
in 1948 is estimated at $11.5 billion, 14 per cent greater 
than in 1947, according to a joint report of the Securi- 
ties and Exchange Commission and the Federal Trade 
Commission. Profits in producers’ goods industries 
increased, while those of consumers’ goods industries de- 
clined. The rate of return on stockholders’ equity was 
slightly higher than in 1947 as a result of an increase 
for the larger corporations; this rate fell for the smaller 
companies. 

Corporations manufacturing transportation equipment 
(other than motor vehicles) showed the largest gains, 
profits increasing from $10 million in 1947 to $165 mil- 
lion in 1948. This increase is largely attributable to in- 
creased activity during 1948 of aircraft companies, which 
showed a loss in 1947. Profits of petroleum companies 
were 60 per cent above 1947, motor vehicle companies 
40 per cent, iron and steel companies 35 per cent, and 
non-ferrous metal industries 25 per cent. Profits fell 
off most sharply in the apparel industry, down 30 per cent 
from 1947. Declines occurred also in the food and leather 


products industries, both down 25 per cent, and in the 
paper products industry, down 15 per cent. 
Source: Securities and Exchange Commission, Press Re- 


lease, Washington, D. C., May 22, 1949. 


Canada’s Gold Production 


Gold production in Canada in 1948 was 3.5 million 
ounces and in 1949 is expected to be the highest since the 
1942 peak of 4.8 million ounces. Output during the first 
two months of the current year totaled 616,000 ounces, 
15 per cent above the comparable period of 1948, as a 
result of less labor turnover, increased efficiency, and 
expanding operations. During 1948, 45 major gold mines 
used 68 per cent of their combined milling capacity, 
compared with 78 per cent in the first quarter of 1949. 

This expansion was encouraged by payments under 
the Emergency Gold Mining Assistance Act, effective 
January 1, 1948, under which 88 mines received $9.5 
million in 1948. The average rate of assistance was $3.27 
per ounce, although marginal producers received a sub- 
stantially higher payment. Currently, the average rate of 
assistance is $4.23 per ounce and the Government has set 
aside $13 million for this expenditure in the 1949-50 
budget. 

Under the Act as it now stands, each mine receives 
assistance at a rate equal to one half the amount by 
which its average cost of production per ounce exceeds 
$18. This is paid for each ounce of production in excess 
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of two thirds of output during the 12-month period ending 
June 30, 1947. Canada’s Prime Minister has announced 
that in the next session of Parliament the Government 
will seek to amend the Act in order to help marginal 
gold mines which have been unable to maintain production 
because of conditions beyond their control. Under this 
amendment, assistance, retroactive to January 1, 1948, 
would be granted on one third of current production in 
cases where production is below that of the base year. 

Source: The Globe and Mail, Toronto, Canada, May 27 

1949. 


Canada’s Food Plan 


A proposal to set up an international emergency food 
fund by the member nations of FAO and the governments 
of food surplus countries will be placed before the third 
annual conference of the International Federation of 
Agricultural Producers by the Canadian Federation of 
Agriculture. Directors of this fund would purchase sur- 
plus food at the going price but sell at a discount to 
needy countries. The loss would be borne 50 per cent 
by the agency and 50 per cent by the surplus producers. 
The food itself would be distributed within needy countries 
by coupons. 

If this plan is approved by the twenty nations to be 
represented at the IFAP conference, which opens May 
31, 1949, it will be forwarded to FAO for consideration. 
Sources: Winnipeg Free Press, Winnipeg, Canada, May 

26, 1949; The Globe and Mail, Toronto, Canada, 
May 26, 1949. 


LATIN AMERICA 


Business Activity in Latin America 


Widely scattered reports indicate that business activity 
in Latin America declined somewhat during April. In 
Cuba the general trend was downward with few ex- 
ceptions, and considerable consumer resistance to high 
prices was in evidence. Business in Ecuador appeared to 
be continuing in a phase of readjustment from a sellers’ 
market to a buyers’ market, and present indications are 
that the level of business in 1949 will be about 20 per cent 
less than in 1948. El Salvador experienced no serious 
decline in retail sales, but inventories were high and 
merchants continued to be cautious. In the Dominican 
Republic, where business had leveled off in February and 
March after a sharp drop in January, there was no 
evidence of any general improvement in retail or whole- 
sale trade. Business was unseasonably dull and inven- 
tories were high in Guatemala. Wholesale and retail 
business was down from previous months in Venezuela. 

Bolivia and Chile are both experiencing adverse effects 
from the decline in world metal prices. The weakness of 
the copper markets may cost Chile $25 million in foreign 
exchange and 1 billion pesos (US$32 million) in govern- 
ment revenue (7 per cent of the budget). 





FINANCIAL NEWS SURVEY 


In Honduras the banks report that business conditions 
were brisk during April, though prices of goods from 
the United States were cut by the local merchants in order 
to dispose of stocks purchased at higher prices and mer- 
chants in the rural districts, well stocked with all kinds 
of merchandise, are placing few orders with city mer- 
chants. In Panama business was slightly better than in 
March and the country appears to be making progress 
toward economic recovery. 

Sources: U. S. Department of Commerce, Foreign Com- 


merce Weekly, Washington, D. C., May 23 and 
30, 1949. 


Mexican Peso Decline Continues 


During the last week of May the free market rate of 
the Mexican peso dropped from 8.15 to 8.60 to the U. S. 
dollar. The Bank of Mexico did not intervene in the 
market and again cautioned the public to abstain from 
panic operations. 

Financial publications, commenting on the new drop 
of the Mexican currency, explained that the readjust- 
ment of the peso to a new equilibrium rate has been a 
slow process due to several factors. Among these are the 
very low elasticity of the supply of export goods and the 
decline in import prices, which, although mild, tended 
to offset and to delay the effect of depreciation. It is 
also pointed out that the fall in the stock market at the 
end of May was not due to the economic outlook but to 


the sale of securities in order to speculate in the foreign 

exchange market. Some persons also drew down peso 

deposits to enter the speculative market for dollars. 

Sources: El Mercado de Valores, Mexico, D. F., May 9, 
1949; Confederacién de Camaras Nacionales de 
Comercio, Carta Semanal, Mexico, D. F., May 
14, 1949, 


Panama Economic Legislation 


The National Assembly of Panama had by the end 
of its extraordinary session on April 29 approved the 
following economic legislation: (a) An aviation pact 
between the United States and Panama opening to inter- 
national traffic the Tocumen Airport, constructed during 
the Jiménez administration at a cost of 8 million balboas 
(1 balboa = US$1). (b) A law giving the Executive 
Branch extraordinary power in fiscal matters, including 
authority to contract a 3 million balboa loan for the 
construction of a new national hippodrome on the trans- 
isthmian highway linking Panama City and Colén. (c) 
The Executive Branch was also given the authority to 
set aside a free zone (presumably an international zone to 
be used by all countries in the storing and trading of 
commodities) in Colén. This should have important 
repercussions on the economy of the country. 


Source: Hispano Americano, Mexico, D. F., May 20, 
1949, 


Venezuela Development Bank 


The capital subscription of 10 million bolivares 
(US$3.01 million) for a bank to develop the industrial 
and mineral activities of Venezuela was completed on 
May 23. The new bank will begin operation in three 
months. It will be associated with the Central Bank 
and have access to its rediscount facilities. 


Source: La Prensa, New York, N. Y., May 24, 1949, 


Brazil-U.S. Agreement on Investments 


In a joint declaration President Dutra of Brazil and 
President Truman of the United States have stated that 
an agreement will be drawn up to stimulate the invest- 
ment of private capital in Brazil. They also stated that 
it would be helpful to have a study of the tariffs between 
the two countries. 


Source: La Prensa, New York, N. Y., May 22, 1949. 


U.K. Investments in Brazil 


Acquisition of the Great Western Railway for £3.67 
million and of the Leopoldina Railway for £10 million 
is provided for in an agreement between the Brazilian 
Government and British railway companies in Brazil. 
These sums will be paid out of Brazilian sterling balances. 
The agreement must be ratified by the Brazilian Congress 
within six months. 


Source: The Times, London, England, May 27, 1949. 


Industrialization in Chile 


In his annual report to Congress, President Videla, 
promising to continue Chile’s policy of industrialization, 
stated that the president of the International Bank for 
Reconstruction and Development approved “in principle” 
a program to irrigate vast areas of Chile’s central and 
northern deserts, and that technicians were preparing 
studies of the cost. He reported that the economic situa- 
tion of Chile is good and that the 1948 budget closed 
with a surplus of 539 million pesos—a situation reflected 
in the loans of the IBRD and of the U. S. Export-Import 
Bank. Companies operating in Chile have made large 
investments, including $130 million in new concentrating 
and other installations by the Anaconda Copper Company. 
Source: La Prensa, New York, N. Y., May 22, 1949. 


Argentine Import Controls 


As a result of the current dollar shortage, the Argentine 
authorities are restricting imports from the United 
States to 25 per cent of the 1947-48 average value, ac- 
cording to a Central Bank circular published by the 
Ministry of Finance. The new system also cuts by one 
half imports from Brazil, Czechoslovakia, Denmark, 
Finland, Hungary, Poland, Romania, Sweden, Switzer- 
land, Yugoslavia, and the sterling, lira, florin, and 
Belgian franc areas. 





380 


According to a recent statement of the Minister of 
Finance, the commercial trade debt of the Argentine to 
the U. S., not including amounts due for financial and 
other services, stood at about $143 million on May 11, 
1949. This debt will be amortized gradually by putting 
aside 20 per cent of receipts. The Minister revealed 
that exports to the U. S. are running at $180 million a 
year. A commission in Washington is studying possible 
increases in exports to the U. S. totaling $250 million, of 
which $100 million would be in meat and $150 million 
in such commodities as cotton, hides, meat products, 
and fruit. 

Sources: La Prensa, New York, N. Y., May 23, 1949; 
The Journal of Commerce, New York, N. Y., 
May 26 1949; The Wall Street Journal, New 
York, N. Y., May 27, 1949. 


OTHER COUNTRIES 


South African Import Control 


Regulations will be published soon providing that no 
goods may be imported into the Union of South Africa 
after June 30 without an import permit, the Acting 
Minister of Economic Affairs announced on May 23 in 
the House of Assembly. Certain exceptions will be made 
for goods in transit. The Minister stated further that 
the foreign exchange available for the second half of 
1949 would be insufficient to meet the Union’s require- 
ments of essential raw materials and capital goods. Ac- 
cordingly, no permits will be issued in the immediate 
future for the importation of finished consumer goods, 
except those specially needed for maintaining public 
health and similar essential purposes. Moreover, pre- 
liminary permits, issued for the importation between 
July and December of essential raw materials, spare parts, 
and consumable stores, will be limited to 25 per cent of 
each importer’s total imports for 1948 in the case of 
sterling goods and 1624 per cent in the case of non- 
sterling goods. 

Sources: The Financial Times, London, England, May 
24, 1949; Union of South Africa Government 
Information Office, South Africa Reports, New 
York, N. Y., May 26, 1949. 


Sterling Balances of Colonies 


The sterling assets of U. K. colonies amounted to £610 
million at the end of 1948, compared with £507 million 
at the end of 1945. These assets comprised funds of the 
currency boards and those held with the Crown agents, 
as well as loans to the British Government and London 
balances of banks operating in the colonies. The principal 
holders at the end of 1948 were West Africa with £145 
million and Malaya and East Africa with £105 million 
each. 


Source: The Economist, London, England, May 28, 1949. 


INTERNATIONAL MONETARY FUND 


U.K. Colonial Development 


A Bill designed to increase from £1 million to £2.5 
million the maximum sum that may be paid on research in 
any financial year under the Colonial Development and 
Welfare Acts and to increase the sum available for all 
purposes in any one year from £17.5 million to £20 
million was presented to the British Parliament on May 
18. The total of £120 million provided under the Acts 
is not to be exceeded. 

Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, May 28, 1949. 


Belgian Congo Trade 


The trade of the Belgian Congo in 1948 showed a 
surplus of Bfr 2,277 million, of which Bfr 1,055 million 
(about £6 million) was with the sterling area. Exports 
to the sterling area, which amounted to less than 4 per 
cent of total exports in 1937, were nearly 25 per cent of 
total exports of Bfr 10,660 million in 1948. 


Source: The Financial Times, London, England, May 25, 
1949. 


IMF Appointment 


Dr. H. M. H. A. van der Valk has been appointed 
Alternate Executive Director of the Fund for the Nether- 
lands and Norway. 


Corrigenda 


Vol. I, No. 46, May 26, 1949: 

P. 365, item “Par Value of Yugoslav Dinar,” lines 
16-17 should read “ . . . were only a fraction of their 
prewar volume, in 1947...” 

P. 369, item “Progress Under Rumania’s State Plan,” 
lines 9-10 should read “Investment amounted to 14 
billion lei (US$93 million) ...” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 


Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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